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Why Do People Pay for Information Goods?














Information goods are costly to produce. However, replicating an information good is practically costless. As a result, many
information good industries have severe problems with piracy. The pornography industry is an information good industry that
thrives despite piracy. This research-in-progress examines why consumers are willing to pay for pornography despite the
availability of free pornography. We attempt to obtain both free and paid pornography and compare and contrast the
outcomes. Our preliminary results suggest that free pornography has hidden costs, while paid pornography is low cost.
Specific costs to free pornography include long wait times (depending on the approach, up to 7.5 hours with no result), and
the risk of virus infection.  In contrast, access to large libraries of high-quality paid pornography can be obtained for as little
as US$14.95 a month. Our results suggest that lawsuits will not help information goods producers, because consumers of
pirated goods value money over time.
Keywords
Information goods, piracy, pornography
INTRODUCTION
In recent years, information goods markets have grown exponentially.  Numerous companies produce digital versions of
music, movies, and books.  The Internet is one driver of this growth.  However, while distributors of information goods
benefit from the Internet, producers of information goods often suffer from piracy (Borenstein and Saloner 2001).
Piracy, especially Internet piracy, enacts a heavy cost on information goods producers.  In the United States, $200 to $250
billion per year is lost to piracy (Ben-Atar 2004).  The music industry (i.e., just one information good industry) loses 30% of
its sales to illegal file-sharing and CD burning (Lowry 2005).
The severe impact of Internet piracy on information goods markets makes its study a priority.  In this research, we adopt the
unusual approach of investigating an information goods industry that has been successful despite piracy- the pornography
industry.    The pornography industry is wildly successful.  The most successful pornography companies generate profit
margins of 30% to 40% (Prial 1999). The three largest pornography websites generate revenues of over US$100 million
annually (Buskin 2000).
The objective of this research is to determine why consumers are willing to pay for online pornography despite piracy.  In
doing so, we hope to help providers of more socially acceptable information goods make money.  The expected contribution
of this research is a theory for how information goods should be sold over the Internet.
RELATED RESEARCH
This research focuses on piracy and its deterrence in an information goods market, specifically the pornography industry.  We
therefore review the literature on piracy, and the pornography industry.
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Piracy
Information goods have two distinct properties.  First, they have low marginal cost.  The cost of producing the second, third
or nth copy is nearly zero. Second, creation of the first good often requires effort and creativity, i.e., information goods have
high fixed costs of production (Shapiro and Varian 1998).
The Internet facilitates the information goods trade in two ways.  First, the Internet makes information goods distribution
cheap (Shapiro and Varian 1998). Second, the Internet greatly reduces consumers’ search costs (Bakos 1991). Thus,
consumers can more readily find information goods and information about such goods, such as price and seller reputation
(Bakos 2001).
Unfortunately, the Internet also makes piracy more viable.  The negligible marginal cost of production means that pirates can
compete with producers simply by obtaining a copy of the information good.  The pirate expends no or little cost replicating
the good for resale. In contrast, the original producer must recoup the high fixed cost of creation and can never compete at
the pirate’s price point (Bakos, Brynjolfsson et al. 1999).
Most information goods providers adopt legal strategies against piracy.  They focus on arresting and suing perpetrators
(Mykytyn and Mykytyn Jr. 2005). However, legal strategies have had little impact (Hayes 2005). The dismal statistics on
record sales presented earlier exist despite attempts to curb piracy.
Pornography
The pornography industry does not emphasize legal means to combat piracy, because it is commonly viewed negatively by
society.  Thus, it traditionally has avoided using society’s infrastructure (e.g., courtrooms) to generate revenues.
Nevertheless, the industry makes money by adopting various strategies including: (1) customer facing, and (2) technology.
Customer Facing
Pornography companies are well known for providing easy access to their websites.  Many pornography companies are easily
found via search engines.  They also encourage accidental discovery, i.e., they appear in unrelated searches (Glidewell 2000).
This helps them solicit potential customers who accidentally stumble on pornographic sites.  The sites also solicit customers
in other ways.  Many pornography websites customize themselves based on customer behavior or offer free samples of their
wares  (Schwartz  2004).   Pornography,  like  many  information  goods,  is  an  experience  good.   Customers  sample  the
information good before determining their willingness to buy (Shapiro and Varian 1998).
Technology
The pornography industry also invests heavily in technology.  The social stigma associated with pornography encourages
pornographers to find ways to reduce the ‘shame’ factor.  For example, pornographers are credited with popularizing VHS,
VCD, and DVD media (Glidewell 2000).  These media allow customers to view pornography in the privacy of their homes.
Other emerging technologies have similarly been co-opted.  For example, many new mobile services are devoted to
pornography.  The US mobile porn industry is expected to be worth US$ 1 billion in 2008 (Hayes 2004).
METHODOLOGY
Our research proposes to identify factors that encourage internet users to pay for pornography. To do this, we attempted to
understand the experience of pornography consumers as they try to (1) obtain pornography for free, and (2) purchase
pornography from commercial sites.
As our research methodology involved identifying and analyzing personal experiences, it is important for us to disclose and
confess our background and biases. The three lead authors are female, with no prior experience consuming digital
pornography.  However, all three authors are Internet-savvy and are familiar with computers and the Internet.  All authors can
surf the web, and use search engines, peer-to-peer software, and newsgroups.  Two authors have extensive marketing
training, while the third is IT trained.  We are therefore ideal surrogates for individuals who want to acquire pornography,
have the skills, but have no experience doing so.
Obtaining Free Pornography
Demographically, the researchers are not traditional consumers of pornography.  Pornography consumption is male
dominated (English 2005). To compensate for this disadvantage, we employed two methods to identify traditional sources of
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pornography.  (1) We referred to the entry on “Internet Pornography” in Wikipedia (Anonymous 2005) and (2) We relied
upon our experience obtaining other information goods.
We identified four ways pornography could be obtained for free:
1. From websites
2. Through peer-to-peer networks
3. Through Internet Relay Chat (IRC)
4. From Usenet Newsgroups
We attempted to obtain pornography via each of these ways.
Websites
To obtain pornography from websites, we fed keywords into three search engines, (1) Google, (2) AlltheWeb, and (3)
Webcrawler.  Keywords were selected to maximize the likelihood that pornographic web pages would be retrieved.  Key
words included “free porn,” “erotic videos,” “voyeurism,” “sex movies” and “naked.”  Google and Alltheweb have specific
image and video search capabilities.  We employed those search capabilities using the identical key words.
Search  engines  not  only  retrieve  web page  URLs based on a  keyword search,  but  also  small  snippets  of  web pages.   We
reviewed the snippets of the first 10 web pages retrieved from each search to ascertain their likelihood of containing
pornographic content.  If we felt a webpage would have pornographic content, we visited it.  We then navigated the links on
the web page to further explore the website.  We visited a total of 30 websites (i.e., two per keyword/search engine pair) in
this manner.
Peer-to-peer
We employed three peer-to-peer (P2P) programs, Kazaa, Morpheus, and BitTorrent. These are commonly used peer-to-peer
programs used to download information goods (Koontz 2005). In Kazaa and Morpheus, we searched for pornographic
material using the keywords “porn”, “adult pictures” and “adult videos.” Separate keywords were employed for P2P
programs and search engines, because the search technology differs.  In P2P programs, the search algorithm looks for file
names whereas for search engines, the search looks for keywords on web pages.  Thus, search terms used for P2P programs
must contain words associated with a relevant file or directory where that file might be located.  If a file retrieved by the
search appeared to contain pornographic content, we downloaded it.
BitTorrent employs a separate technology from Kazaa and Morpheus.  To employ BitTorrent, we first had to search for
“seed” websites that identified available pornographic files. We visited one such called torrentspy.com.  Torrentspy groups
all seeds into categories. We attempted to download a set of seeds from the category ‘Adult Content.’
Internet Relay Chat
While Internet Relay Chat (IRC) is mainly used for multi-party synchronous conversation, it also provides a file sharing
facility used by pirates.  The standard practice for downloading information goods on IRC is to visit the channel hosting the
information good.  On the channel, one looks for servers that host such content.  A message, either with the word “!list” or
the “@”symbol followed by the server’s name is sent to the server.  The server replies with a list of all content the server
owns.  The requester then sends another message to the server containing the name of the file being requested. The server
then puts the requester in a queue.  When the server is ready, it establishes a private connection to the requester and sends the
requested content.
We connected to the IRC network Galaxynet, one of the more popular IRC networks.  We visited the channel #porn, and
attempted to contact various servers.  To minimize the effect of temporal biases, we attempted communication with multiple
servers on three separate occasions at three distinct times of the day.
Usenet Newsgroups
Usenet is a federated group of servers that function as a bulletin board service.  Usenet primarily supports text messages, but
various Usenet newsgroups (i.e., discussion platforms) are set aside for the posting of binary (e.g., images, video) data.  Some
Usenet newsgroups like alt.binaries.pictures.erotica are platforms for pornography.  However, binary newsgroups are not
available on all Usenet newsgroup servers, because they require large amounts of storage and high bandwidth.
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We attempted to locate free access Usenet servers that had such newsgroups using Google. We employed the keyword
“usenet newsgroups” in our search. We examined prospective candidate host servers, and attempted to register for Usenet
newsgroup access by following the server’s instructions.
Obtaining Commercial Pornography
Many of the results we obtained from our search engine queries led us to paid pornographic sites.  We navigated through
several of the sites following a three-step sequence.  First, we explored the site to obtain an idea of the (1) technological
features,  (2)  content,  and  (3)  ownership  of  the  site.   Second,  we  navigated  the  sites  to  obtain  free  material.   We  finally
attempted to engage in a commercial transaction with the site, stopping at the point where the site requested payment.
PRELIMINARY RESULTS AND DISCUSSION
As of this writing, we have collected and are analyzing our data.  Our preliminary results suggest that consumers purchase
pornography because “free” pornography is expensive to obtain.  Below, we briefly describe our experiences.
Websites
We were able to easily search for and obtain pornographic images and videos through websites.  However, most search
results pointed us to commercial pornography websites.  These websites offered sample images or short video clips (often 10-
30 seconds), but access to the majority of the content was available only through membership.  Only 2/30 websites we visited
were non-commercial.
Peer-to-peer
Peer-to-peer was a highly risky way to obtain pornography.  On almost every attempt to download pornography via Kazaa
and  Morpheus,  we  simultaneously  downloaded  multiple  viruses.   In  one  case,  a  single  pornographic  video  came  with  21
separate viruses.  Pornography was easily available via BitTorrent.  However, all such pornography comprised short or low-
quality video clips.  Full-length videos (i.e., as sold by commercial providers) were rare and difficult to download.
Internet Relay Chat
We were unable to obtain any pornography via this means, because the pornography servers were overwhelmed with
requests.  In one case, we waited seven and a half hours for a server.  During our wait, our queue position had moved from 15
to 12.
Usenet Newsgroups
We were unsuccessful in our attempt to obtain free access to adult Usenet Newsgroups.  All accessible servers we
encountered charged a fee for binary access.
Commercial Websites
Most commercial websites offered two forms of service, a 3-day trial membership, or a monthly membership.  These
memberships typically provided access to all images and videos in the website’s library.  Monthly fees were as low as USD
$14.95.
Our preliminary findings suggest that commercial Internet pornography vendors target non-Internet savvy individuals whose
time is valuable.   Most working adults consider seven hours more valuable than $14.95.  Similarly, the cost of recovering
from a virus infection is typically higher than $14.95.
Our preliminary findings also provide insights relevant to other information goods providers.  Even if piracy disappeared,
consumers of pirated products will likely not purchase information goods legitimately.  Consumers of pirated products appear
to value money highly relative to time and risk.  They would be unwilling to expend capital to quickly obtain an information
good product in a legitimate, and low risk way.
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